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EXECUTIVE DIGEST
_____________________________________________________________
OVERVIEW

This report summarizes the Office of the Inspector General’s (OIG’s) audit of the
District of Columbia Public Schools (DCPS) Facilities’ Capital Improvement Program
(CIP).  The OIG performed the audit as part of the OIG Fiscal Year (FY) 1999 Audit
Plan.

CONCLUSIONS

Contracts awarded for FY 1998 CIP projects exceeded the amount allocated in the
DCPS capital improvement budget resulting in cost overruns of approximately $8
million.  The cost overruns were attributable to DCPS’s lack of clear and concise written
policies and procedures for identifying, developing, costing, and implementing capital
improvement projects, lack of knowledge of regulatory requirements and unforeseen
impediments that arose during construction.  As a result, complete implementation of the
FY 1998 CIP budget was not achieved, with $17 million of capital improvement projects
deferred to future periods or cancelled.

We also noted that DCPS eliminated $37.5 million of projects from the initial CIP
budget for FY 1999.  Projects were cancelled because DCPS erroneously projected that
$42 million would be available from the sale and lease of excess school property to fund
part of the CIP budget.  The funding amount was later adjusted to a more realistic figure
of $4.5 million.  Because of the deferral or cancellation of capital improvement projects
in FY 1998 and the reduction in the FY 1999 CIP budget, completion of the “immediate
needs” phase of the Long Range Facilities Master Plan by the year 2000 will not be
accomplished.

We determined that the DCPS followed the District procurement regulations for
awarding contracts and approval of contract cost modifications. Also, the CIP and the
United States Army Corps of Engineers (USACE) provided the necessary contract
oversight of the projects awarded.

CORRECTIVE ACTIONS

We directed four recommendations to the Superintendent of DCPS that we
believe are necessary to correct the deficiencies noted in this report.  The
recommendations, in part, center on:
• Establishing clear, concise policies and procedures to meet the objectives of the CIP;
• Allowing sufficient time to properly review project designs and specifications;
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• Considering the impact of regulatory requirements when planning capital projects;
and

• Basing the planning and development of the capital project budget on realistic
funding sources.

DCPS’s responses to our draft report were responsive to correct the conditions noted.
However, DCPS’s response to recommendation 3 only acknowledged a backlog of
deficiencies regarding compliance with regulatory requirements.  The recommendation is
intended to have DCPS consider the cost ramifications of complying with regulatory
requirements when planning, costing and funding future capital projects.

The full text of DCPS’s audit response is included in Exhibit III.  We have summarized
and incorporated the responses into each finding.
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INTRODUCTION
_____________________________________________________________

BACKGROUND

The mission of the DCPS is to provide a viable and comprehensive system of
publicly-supported education for students from pre-kindergarten through grade twelve.
Additionally, the DCPS provides educational services for students with special needs and
career training opportunities for adults at career development centers.

In the early 1990’s, the DCPS faced a major problem with the deterioration of its
facilities.  DCPS had 157 schools, of which two-thirds were over 45 years old.  Only 8 of
these had been renovated.  Adequate funding was not provided to properly maintain and
repair the facilities.

Because of the deteriorating conditions and numerous neglected fire code
violations in the schools over several years, a concerned citizens group filed a civil action
against the Mayor and the Fire Chief in 1992.  The lawsuit requested that a judgement be
entered to: (1) require the inspection of the schools for fire code violations every six
months, (2) require the defendants to re-inspect schools with 20 or more violations or one
or more dangerous conditions within 60 days of initial inspection, and (3) compel the
defendants to enforce the fire code in the schools.  The suit also requested other relief as
the court deemed just and proper.  For the next four years, the Superintendent and the
Board of Education was not effective in rectifying the conditions of the school facilities.

During those years, as a result of the lawsuit, the judge overseeing the case
ordered the schools closed several times for fire code violations.  In addition, the judge
ordered that school repairs could not begin while schools were in session.  This action
caused delay in the construction of roof replacements and other repairs until late in the
summer of 1997, and prevented the schools from opening on time.

On November 15, 1996, the D.C. Financial Responsibility and Management
Assistance Authority (DCFRA) declared an emergency within the DCPS.  The DCFRA
delegated their authority and responsibility to a newly-created nine member Emergency
Transitional Education Board of Trustees to oversee the operations of the DCPS and also
appointed a new superintendent.  The DCPS structure was reorganized and the DCPS
Facilities Organization was created with a mandate to clear all fire code violations and
develop a Long-Range Facilities Master Plan (Master Plan) to address the deteriorating
conditions of the school facilities.

The Master Plan outlined specific goals and objectives that DCPS would
implement to correct the deteriorating condition of the entire school facilities and set time
frames for completion of specific phases.  The Master Plan identified three
implementation phases. The first phase was the “Emergency Capital Improvement
Projects,” scheduled to correct and eliminate all fire code violations and provide a safe
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environment for the students.  This phase was scheduled for completion by the opening
of the September 1997 school year.  The second phase was the “immediate needs” phase.
This phase was to take place during FY 1998 and FY 1999.  The third phase,
“modernization,” was to begin during FY 2000 and was scheduled to be completed by
FY 2007.  This phase called for the full modernization and revitalization of the DCPS
facilities.

The DCPS Facilities Organization was structured into two units, the CIP and
Operations and Maintenance (OM).  The CIP unit was responsible for implementing the
various capital improvement phases of the Master Plan, and the OM unit for providing
preventive maintenance and repairs to the school facilities.

The lawsuit was eventually settled when the plaintiffs and the DCFRA agreed to
specific terms on November 3, 1997.  In FY 1997, DCPS committed and spent $50
million on repairs towards the DCPS Master Plan, which required projected expenditures
of $487 million.  They also committed an additional $80 million1 to the Master Plan for
FY 1998, and agreed to use all funds from the disposal of excess property toward the
stabilization and functionality repairs required to eliminate all fire code violations.

To help accomplish the mission of the CIP unit, the DCPS entered into a
“Memorandum of Agreement” (MOA) with the USACE on April 17, 1998, to assist in
implementing the FY 1998 capital program budget.  Through FY 1998 and 1999, the
DCPS has initiated 13 support agreements (SA) with the USACE that have continued to
expand the USACE’s role in implementing the CIP budget and assist in the continued
development of the Facilities Organization within DCPS.  In fact, the Superintendent
designated the USACE to be the lead agency in the execution of the FY 1998 and FY
1999 capital program.

OBJECTIVES

The audit objectives were to:

• Determine if the CIP had established policies and procedures for planning capital
projects;

• Determine if the FY 1998 capital projects program was conducted in compliance
with applicable laws, and regulations;

• Determine if FY 1998 capital project objectives were met;

• Determine if capital project activities were properly monitored; and

• Determine if the capital project budget for FY 1999 was on target.

                                                                
1 $80 million was stated in the settlement agreement.  The actual  FY 98 budget was approximately
$81,153,000.
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SCOPE AND METHODOLOGY

The audit scope covered FY 1998, and transactions for FY 1998 projects through
the second quarter of FY 1999.  We conducted interviews with CIP and USACE
personnel to obtain information regarding the current operating policies, procedures and
established controls, and the extent of USACE involvement over capital projects for FY
1998 and FY 1999 operations.  We reviewed prior audit reports and examined contract
files, weekly status reports, project-monitoring records, and contract cost modifications.
Site visits were conducted to observe monitoring by USACE.  We performed an analysis
of actual costs to budget project costs to determine if capital projects were initiated, were
within the budget, and on target with the time frame outlined in the Master Plan dated
July 17, 1997.

Additionally, we relied on the General Accounting Office’s Testimony on the
Status of Fiscal Year 1998 Roof Projects.  The GAO gave testimony in regards to the
availability of funds to implement the FY 1998 CIP budget.

Our audit was conducted in accordance with generally accepted government
auditing standards and included such tests as we considered necessary under the
circumstances.
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AUDIT RESULTS

FINDING 1: Capital Projects Exceeded Budget Allocations

SYNOPSIS  Contracts awarded for FY 1998 CIP projects exceeded the amount allocated
in the DCPS capital improvement budget resulting in cost overruns of approximately $8
million.  The cost overruns were attributable to DCPS’s lack of clear and concise written
policies and procedures for identifying, developing, costing, and implementing capital
improvement projects, lack of knowledge of regulatory requirements and unforeseen
impediments that arose during construction.  As a result, complete implementation of the
FY 1998 CIP budget was not achieved, with $17 million of capital improvement projects
deferred to future periods or cancelled.

AUDIT RESULTS  The total capital improvement budget for FY 1998 totaled
approximately $81 million.  As of March 31, 1999, DCPS had awarded contracts for FY
1998 capital improvement projects totaling approximately $64 million.  The actual costs
for the capital projects awarded (contract and modification costs) totaled approximately
$72 million, resulting in roughly $8 million over budget (See Attachment I).  The
remaining capital projects totaled approximately $17 million and were deferred to future
periods or cancelled (See Attachment II).  As a result of the deferral or cancellation of
capital projects in FY 1998, completion of the “immediate needs” phase of the Master
Plan by the year 2000 will not be accomplished.

The Master Plan, dated July 17, 1997, is the document that outlines the objectives
and schedules that the DCPS uses to implement capital projects, to stabilize, improve,
and modernize the school facilities.  One of the criteria used to measure the success of
implementation is the time element for completing the various phases of the Master Plan.

The cost overruns were attributable to DCPS’s lack of clear and concise policies
and procedures regarding the CIP unit’s ability for identifying, developing, costing,
implementing, and monitoring capital improvement projects.  Cost overruns also resulted
from unforeseen problems, such as rotten roof support structures identified during
construction, and compliance with Environmental Protection Agency’s mandatory
regulatory requirements for asbestos abatement and underground storage tank removal.
This resulted in the DCPS needing more funds to complete the projects, thereby resulting
in cost overruns for specific projects.

For example, USACE personnel noted that adequate time was not available to
review the design and specifications for some boiler and chiller projects before contracts
were awarded, which resulted in contract cost modifications.  Additionally, USACE
noted that all of the window projects for FY 1998 had to be redesigned, stating that
“Some schools had no design work initiated while others had outdated, inadequate and, at
times, conflicting specifications.”  As a result, only 4 of 16 schools had the windows
replaced during FY 1998.  It was estimated that an additional $13.8 million would be
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needed to complete the remaining 12 schools, costing approximately $7.7 million over
the initial FY 1998 budget.  This was due to inadequate planning on the part of facilities
management within DCPS.

Recommendations

We recommended that the Superintendent of DCPS:

1. Establish clear and concise written policies and procedures to assist in meeting the
objectives of the CIP, addressing such areas as: planning, cost estimating, and
monitoring.

2. Program sufficient time to properly review project designs and specifications.

3. Determine the impact of regulatory requirements when planning capital improvement
projects.

DCPS RESPONSES

Recommendation 1.  DCPS noted that the objectives of the CIP are being revised
in a new Master Plan that is currently under review by the DC Control Board.  Once the
new Master Plan is approved, which should be completed by June 2000, written policies
and procedures will be established for the CIP, including the areas of planning and cost
estimation.

Recommendation 2.  DCPS noted that the lack of time to adequately review
project designs and specifications was partly due by the extent of emergency projects,
particularly for heating, air conditioning, and compliance with regulatory requirements.
Once they (CIP) are out of the emergency phase of capital improvements and the new
revised Master Plan becomes operational, adequate time for planning and reviewing
designs and specifications will be possible.

Recommendation 3.   DCPS noted that there is a backlog of actions needed to
fully comply with regulatory requirements.  This situation was due to the limited
manpower and financial resources for the last seven to eight years.  They indicate that it
will take several more years, or possibly longer to be in full compliance.

OIG Comments

The actions planned by DCPS for recommendations 1., and 2., should correct the
conditions noted.  In regard to DCPS’s response to recommendation 3., we are aware that
it will take several more years for DCPS to address the backlog of deficiencies to meet
regulatory requirements.  However, DCPS should ensure that when planning future
capital improvement projects the cost ramifications of complying with regulatory
requirements are considered when estimating the total cost of a project.
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FINDING 2: Capital Projects Deferred to Future Periods

SYNOPSIS  DCPS had to eliminate $37.5 million of projects from the initial CIP budget
for FY 1999.  Projects were cancelled because DCPS erroneously projected that $42
million would be available from the sale and lease of excess school property to fund part
of the CIP budget.  The funding amount was later adjusted to a more realistic figure of
$4.5 million.  Because of the deferral or cancellation of capital improvement projects in
FY 1998 and the reduction in the FY 1999 CIP budget, completion of the “immediate
needs” phase of the Long Range Facilities Master Plan by the year 2000 will not be
accomplished.

AUDIT RESULTS  DCPS had to revise its FY 1999 initial capital improvement budget
submitted to Congress from $97 million to $59.5 million.  As a result, DCPS had to
revisit the capital improvement budget and eliminate $37.5 million of projects, further
delaying the time frame milestones for completing the objectives of the Master Plan.

For example, the Master Plan noted that the majority of the existing school
facilities did not comply with the requirements of the Americans with Disabilities Act
(ADA).  The goal outlined in the Master Plan was to address and comply with the ADA
requirements by the end of 1999.  The ADA projects (elevators) for FY 1998 were
cancelled and ADA funding for FY 1999 was reduced from $6 million to $4 million.
Also, approximately $30 million, for stabilization and functional projects such as roofs,
boilers, and chillers, was reduced from the FY 1999 capital improvement budget, which
was scheduled for completion by FY 1999.

The reduction to the FY 1999 capital improvement budget was made because the
DCPS did not sell or lease the surplus property as anticipated.  Initially, DCPS’s Policy
and Planning office issued Real Estate Sales projections, dated February 22, 1998, for
CIP budget preparations.  The memorandum stated projections of $40 million from the
sale of school property and $2 million from lease income for FY 1999; however, the $42
million was later adjusted to a more conservative figure of $4.5 million.  A DCPS official
stated that the $42 million was an unrealistic figure for the sale or lease of surplus
property.

The Master Plan is the document that outlines the objectives that the DCPS uses
to implement capital projects to stabilize, improve, and modernize the school facilities.
One of the criteria used to measure the success is the time element for completing the
various phases of the Master Plan.
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Recommendation

We recommended that the Superintendent of DCPS:

4. Base any future CIP budget estimates or changes on realistic available funding
sources in order to meet the goals and objectives of the Master Plan.

DCPS RESPONSES

Recommendation 4.   DCPS agrees with the recommendation and expects to improve
the validity of future projections with the upcoming Master Plan.

OIG Comments

The OIG accepts the DCPS’s response to recommendation 4.












